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Fringe Benefits for Bank Employees 


COMPENSATION OF employees means much more today 
than salaries and wages alone. To the individual seeking 
employment — whether in a manufacturing plant, a 
public utility, a store, or a bank — the salary or wage 
rate may be the primary consideration; but also impor- 
tant are the “fringe benefits” which go along with it. 
Does the job provide liberal vacations with pay, the 
usual number of paid holidays, sick leave, group life in- 
surance, hospitalization and medical insurance, a pen- 
sion plan for a comfortable old age, and perhaps a profit- 
sharing plan? 

To the employer, such additional benefits provide a 
selling point to attract workers in a competitive labor 
market. But at the same time they represent extra ex- 
penses which add substantially to the cost of his product 
or service. 

The growth in the number and scope of such fringe 
benefits has been rapid in recent years. It has been 
stimulated by such factors as a rising sense of responsi- 
bility for employee welfare, the establishment of the 
Social Security program, wage and salary stabilization 
programs during the war period which restricted in- 
creases in direct compensation but allowed more latitude 
in indirect benefits, mounting pressures for the inclusion 
of fringe items in union contracts, and a general broad- 
ening of the quest for personal security. 

Banking institutions traditionally have offered a 
larger measure of security in employment than many 
other types of business enterprise. Today, banking firms, 
particularly the larger ones, are near the top of the list 
in the variety and scope of the fringe benefits provided 
for employees. A nation-wide survey of the nonwage 
labor costs of doing business in 1951 showed that fringe 
payments in 91 of the country’s largest banks were 
higher in proportion to payroll than those in any other 
major industry group.' The average benefits for the 
banking group amounted to 26.4 per cent of payroll 
compared with 18.7 per cent for all industries, 16.4 per 
cent for all manufacturing, and 22.2 for all nonmanu- 
facturing industries. In the northeastern states the bank 
average was even higher, representing 30.2 per cent 
of payroll. 


\Chamber of Commerce of the United States, ‘'Fringe Benefits 1951.” 
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Survey of New England Banks 

In order to find out how widespread various types of 
fringe benefits are among New England commercial 
banks and what they mean in terms of additions to em- 
ployee income and extra costs to the banks, a section on 
fringe benefits was included in the 1953 survey of mem- 
ber bank income and expenses in the First Federal Re- 
serve District. The survey omitted questions on the cost 
to the banks of vacations, holidays and excused time off 
with pay, because of the general prevalence of such 
benefits and the statistical difficulty in segregating them 
from salary payments. The survey placed major empha- 
sis on pension plans, hospitalization and other medical 
benefits, group life and accident insurance, and similar 
bank expenditures for employee welfare. 

At the time of the survey, there were 317 member 
banks in the District and 260 answered questions about 
fringe benefits. There were 227 which listed extra-salary 
payments for some type of fringe benefit other than time 
off with pay. The most frequently reported contribu- 
tion was for hospitalization and medical-surgical insur- 
ance, listed by 142 banks. Next in frequency came ex- 
penditures for welfare and employee relations by 133 
banks, and pension plans by 131 banks. Tied for fourth 
place were group insurance plans and educational bene- 
fits, each reported by 125 banks. Numerous other bene- 
fits, such as medical care on bank premises, subsidiza- 
tion of cafeterias, and rental of parking lots, were men- 
tioned less frequently. 

Bank contributions to pension plans were by far the 
most important of the reported fringe benefits in terms 
of dollar volume. They amounted to more than $6 mil- 
lion out of a total of $8.5 million spent for all reported 
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benefits. Second in importance, but far below pensions, 
were payments for life and accident insurance which 
totaled $744,000. Hospitalization insurance payments 
amounting to $663,000 ranked third. 

The accompanying chart shows the percentages of 
reporting banks which provide these three leading types 
of employee benefits, with a classification by size of 
bank in terms of total deposits. Of the total sample of 
banks, 50 per cent have formal pension plans, 55 per 
cent contribute to hospitalization insurance, and 48 per 
cent provide group life insurance. A similar survey of 
nearly 7,000 banks throughout the country made by the 
American Bankers Association in March 1953 showed 
that 54 per cent of the nation’s banks have hospitaliza- 
tion and 51 per cent have life insurance plans, but only 
23 per cent have pension plans. 

As shown by the chart, the frequency of the benefits 
varies more or less directly with the size of the bank, 
but the relative importance of the three types of bene- 
fits differs considerably from group to group. All banks 
with deposits of over $50 million reported pension plans, 
but only 31 per cent of the banks in the under $2 million 
group had them. The variations by size group were 
smaller for hospitalization insurance; 81 per cent of the 
largest banks and 45 of the smallest reported such pay- 
ments. In group life and accident insurance, banks in 
the $25-50 million class led with 95 per cent, while only 
21 per cent of the smallest banks provided such coverage. 


ddditions to Employee Income 


Fringe benefit payments, exclusive of those legally 
required and of time off with pay, reported by the New 
England banks in 1953 amounted to 12 per cent of all 
salaries and wages paid to bank officers and employees. 
It is estimated that the percentage would be about 
doubled if payments for Social Security and workmen's 
compensation and for holidays, vacations and other 
time not worked were included. 

Anaccompanying table shows the payments for select- 
ed benefits as percentages of salaries and wages for all 
banks reporting benefits and for those in different size 
groups. Particularly noticeable is the much higher ratio 
of total benefits to payroll in the “over $50 million”’ size 


Reuiew 
BANK OF BOSTON 





FRINGE BENEFITS IN N.E. BANKS 
Per Cent of Banks With Selected Benefits 

Classified by Size of Bank-1953 
(3 Ponsion Plan 


(CJ Hospitalization insurance 
(27 Life insurance 


Per Gent 
100/ 









Per Cent 
~~ 100 


75 | - 175 


25 


All my 50 25-50 10-25 5-10 2-s Under 2 
Bonks Deposits in Millions of Dollars 
SOURCE: Federal Reserve Bank of Boston 














group than in the smaller size classifications; benefit 
payments by the banks in the largest size bracket aver- 
aged 14.9 per cent of payrolls, whereas in the smaller 
banks they ranged between 5.9 and 7.9 per cent of wages 
and salaries. Pension payments show much the same 
pattern, amounting to 10.6 per cent of payroll in banks 
with more than $50 million in deposits, but running be- 
tween 4.1 and 6.0 per cent in smaller banks. Group life 
and accident insurance premiums varied from 0.3 per 
cent to 1.3 per cent of payrolls. Expenditures for gen- 
eral welfare and employee relations were more consis- 
tent and amounted to 0.3 per cent of wages and salaries 
in all but one of the size groups. 


Cost of Selected Fringe Benefits to Banks 


The total of $8.5 million reported for these selected 
fringe payments represented an average cost of $427 per 
person for the nearly 20,000 employees in the reporting 
banks. But because of the variance in coverage of benefit 
programs among banks of different size, the average 
payments ranged from $180 per employee in the smallest 
bank size group to $541 in the largest. 

The selected benefit pay- 
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Mutual Forest Fire Protection 


By Artuur S. Hopkins! 


By EARLY 1950 all of the New England states and New 
York had ratified the Northeastern Interstate Forest 
Fire Protection Compact. This is the pioneer applica- 
tion of the interstate compact device to the forest fire 
problem. The Northeastern Forest Fire Protection 
Commission, for which the Compact provides, is the 
implementing and administering agency. 

At the outset there was no past experience upon which 
to base a forecast of how the Compact would proceed or 
even to predict its success or failure. Four years of ex- 
perience now make possible an appraisal of its perform- 
ance and prospects. 

Training of fire fighting personnel was considered the 
most important work to be undertaken at the start. The 
large fires of 1947 in Maine had focused attention on the 
importance of interstate aid in the handling of existing 
or threatened conflagrations. Such aid would, of course, 
involve the transfer of fire fighting personnel, as well as 
of heavy and special equipment. The transfer of equip- 


ment presented no serious difficulties. Efficient use of 


personnel seemed, however, to call for uniform training 
in all the states to enable exchanged personnel to func- 
tion without special instruction. The Commission has 
established a permanent training program to meet this 
need. Central training sessions, held each winter, and 
supplemented by field exercises during the summer 
months, enable the trainees, upon their return to their 
states, to train other fire control personnel. There are in 
the region more than 10,000 year-round, seasonal and 
part-time forest fire fighting personnel. The states de- 
pend on these men for the handling and directing of fire 
suppression activities in critical forest fire emergencies. 

One of the major administrative needs of the Com- 
pact was a set of regional and state fire plans. The 
regional forest fire plan has been completed and for- 
mally approved by the Commission. Preparation of the 
state plans is well advanced. 


The first two sections of the regional plan consist of 
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charts and maps showing the information essential to 
the operation of the Compact. This information shows 
forest acreages; locations, numbers, and kinds of per- 
sonnel; available equipment; weather stations; and 
other operational data. 

The third, and most important, section of the regional 
plan is the action section. The first part of this section 
contains a detailed statement of the steps to be taken 
by the several states and the executive office of the 
Commission during periods of normal fire hazard, fire 
danger build-up and emergency, and after mutual aid 
has been rendered. Weekly reports on the fire situation 
are forwarded by each state to the dispatcher to keep 
him continuously informed of local forest fire conditions. 

The second part of the action section provides for 
anticipating severe situations. It calls for as much ad- 
vance notice as possible from a state as to the number 
of men and the kinds and quantities of equipment that 
will be needed if an existing threat becomes an emer- 
gency. With such information available, the dispatcher 
is able to canvass the other states in advance so as to be 
prepared for immediate action when the request for aid 
reaches him. This worked out well in the emergencies in 
Maine in 1952 and New Hampshire in 1953 when it was 
possible to dispatch the desired aid within an hour. 

The action section also contains provisions for the 
rehabilitation and replacement of loaned equipment and 
its return to the aiding state. It also sets up the proced- 
ure by which the aided state makes reimbursement for 
salaries of personnel and other expenses. 

The Commission has arranged, through informal 
agreements within the structure of the Compact, for im- 
mediate action by either state against fires originating 
in forests along common state boundary lines. These 
agreements permit either state to suppress any fire 
which may threaten its forests and provide that when 
such action is taken it is done in full conformity with the 
provisions of the Compact relating to wages, compensa- 
tion, and liability. Thus action may be taken by either 
state without the necessity of formal action through the 
Commission’s office. 

As designed and operated, the Commission is charged 
with the responsibility of providing central administra- 
tion by which planning, training and the use of proper 
equipment can strengthen the ability of the several 
states to hit all fires quickly and to hit them hard. 

Work has been directed toward standardization of 
equipment and efforts to solve special fire problems, such 
as the control of town and private dumps. Such studies 
may eventually lead to recommendations to the gov- 
ernors and legislatures of the several states for uniform 
legislation on fire prevention matters in accordance with 
the provisions of the Compact document. 

The fact that 63 per cent of the gross land area of the 
Compact region is forested makes forest fire protection, 
from an economic and social standpoint, a public con- 
cern of a high order. 





1The author is Executive Secretary of the Northeastern Forest Fire Protection 
Commission. The article is published by this Bank because of its general interest 
to the New England community. 


2New England Unites Against Forest Fire Menace, Monthly Review, April 1950. 
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Job Competition Sharpens 


JOBS WERE harder to get in New England during the 
first four months of this year than they were last year at 
the same time. Declining employment and shorter work- 
weeks in some key industries and more unemployment 
resulted in the easiest labor market in April since before 
the outbreak of the war in Korea. However, employ 
ment losses in the region during March were smaller 
than in earlier months of 1954 and a slight seasonal in- 
crease in employment occurred in April. The seasonal 
expansion of some nonmanufacturing industries which 
is under way will provide some support to the labor 
market during the spring months. 

At the time of the Korean truce in June 1953, New 
England business was operating at a high level with 
employment near the record high. Since that time, 
however, the trend of nonagricultural employment in 
New England has been downward, led by a contraction 
in manufacturing as the demands for defense goods were 
reduced and the market for some consumer goods eased. 
By April 1954 total nonfarm employment in the region 
was 5.1 per cent under the Korean War peak reached in 
December 1952 and 3.3 per cent lower than in April 
of last year. During the 1918-49 recession nonagricul- 
tural employment in the region dropped 7.5 per cent. 


Factory Employment Off 


Manufacturing employment swelled during late 1952 
and early 1953, reaching a peak in New England in 
February of last year. Nationally, the rise in factory 
employment continued until August. The contraction 
in manufacturing during the 12 months ending in April 
of this year resulted in an employment decline of 9.2 per 
cent in New England compared with one of 7.8 per cent 
in the country. In the region the printing and publish- 
ing and paper and allied products industries were the 
only major manufacturing industry groups which in- 
creased employment in the last year. 

In February and March the durable-goods industries 
accounted for the major part of the reduction in manu- 
facturing workers employed in New England. In April 
seasonal cutbacks boosted the job loss in the nondur- 
able-goods industries. Over the past year, the relative 
employment loss in durables was 9.4 per cent compared 
with a loss of 9.1 per cent in nondurables. Nationally 
the job decline in the heavy industries amounted to 
10.3 per cent, more than double the 4.1 per cent decline 
in soft goods. 

In New England year-to-year gains in all of the major 
nonmanufacturing groups except contract construction, 
transportation and public ulilities have partially offset 
the employment losses experienced by the manufac- 
turing industries. 

The trend of insured unemployment in New England 
which has been upward since mid-1953 showed some 
signs of tapering off in February and March, but the 
start of a new benefit year in some states in April again 
boosted unemployment rolls in the early weeks of the 
month. At the end of March unemployment in the 
region was al the highest level since June 1950. Even 
though the number of jobless workers has increased sub- 
stantially in New England as well as nationally during 


Page 4 MAY 


the past year, the relative amount of insured unemploy- 
ment in the region is still slightly less than in the nation. 

Reduced requirements for industrial workers have re- 
sulted in a general easing of labor supply conditions in 
most of the major labor areas regularly surveyed by the 
U. S. Department of Labor. At the first of the year, 
Hartford was the only area in the nation still considered 
to have a labor shortage, but by March even its labor 
supply was judged in balance with demand. While the 
number of major labor areas in the substantial surplus 
category in New England in March was the same as a 
year ago, declining job opportunities in the country re- 
sulted in a doubling of the number of such areas in the 
past year. Both regionally and nationally, 23.5 per cent 
of surveyed areas were in the substantial surplus cate- 
gory in March. A year ago, only 11.4 per cent of the 
nation’s surveyed areas fell into this group. All of the 
major New England areas suffering from substantial 
unemployment are textile centers. Declining job oppor- 
tunities in the textile industry are responsible for a high 
level of unemployment in only two other major areas in 
the rest of the country. 

A general reduction in the hours worked in manufac- 
turing has accompanied the cutbacks in employment. 
Average weekly hours of factory workers in March were 
under those of a year ago in every major manufacturing 
group. The year-to-year declines in the workweek of 
New England factory workers ranged from 2.7 per cent 
in Rhode Island to 6.1 per cent in Connecticut. Ilourly 
earnings remained high but shorter hours resulted in 
smaller average weekly earnings for many of the region’s 
industrial workers. Nationally, hours worked in March 
were 3.9 per cent below a year ago while weekly earnings 
were off by 1.7 per cent. 

Seasonal expansion in such nonmanufacturing indus- 
tries as construction and other outdoor activities is 
expected in the spring months. Ilowever, this year the 
trend in total employment will depend on whether the 


job gains in these industries are sufficient to offset the 


losses in manufacturing industries. 
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Easter Shopping Season Strong 


THE TRADITIONAL Easter urge to display a new outtit 
gave a welcome boost to department store sales in New 
England this year. Easter-season sales of weekly report- 
ing stores were about four per cent larger in dollar vol- 
ume than sales during the corresponding period of 1953. 

The accompanying chart shows weekly index numbers 
of New England department store sales during the 
Easter seasons of 1953 and 1954. The typical movement 
of sales during the six-week period covering the four 
weeks before Easter and the two following weeks is ap- 
parent, as well as the shift in sales caused by the change 
in the date of Easter. It is possible that sales during the 
week ending April 17 this year might have been higher 
had it not rained on Good Friday and Saturday, the 
final shopping days before Easter Sunday. It is also note- 
worthy that sales did not fall as sharply in the week 
following Easter this year as they did last year, and 
that there was more recovery in the second week this 
year than last. 

In order to give a clearer indication of the relative 
volume of Easter shopping, the table below presents 
comparisons of sales volumes for corresponding shop- 
ping weeks before and after Easter. Sales fell behind 
corresponding year-ago figures only in the second and 
fourth weeks of the six-week period. 

Stores in the suburban sections of metropolitan Bos- 
ton reported more favorable sales comparisons during 
the Easter season than did those in downtown Boston. 
Shoppers in Lowell-Lawrence and Providence, two 
areas of relatively large unemployment, did not spend 
as much in comparison with last year as did shoppers 
elsewhere in New England. 

A comparison of the sales by the major departments 
of downtown Boston stores during the corresponding 
six-week periods of 1953 and 1954 reveals that only sales 
by Men’s and Boys’ Wear and by Homefurnishings De- 
partments failed to exceed year-ago totals. The largest 
gain, six per cent, was made in the group of miscellane- 
ous departments which sell such items as toys, sporting 
goods, cameras, candy and luggage. Of more interest 
fashion- and volume-wise was the four per cent gain in 
sales of women’s and misses’ ready-to-wear apparel. 
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Bargain consciousness on the part of consumers, a 
feature of department store sales during recent months, 
continued during the Easter season. Basement store 
sales were two per cent larger while sales excluding base- 
ment departments were only one per cent above year- 
earlier totals. 


Post-Easter Sales Good 


A closer analysis of the data indicates that a portion 
of the increase in Easter season sales came in sales made 
in the two weeks following Easter. By Easter, sales of 
all reporting stores were two per cent ahead of last year’s 
comparable figures, while at the end of the six-week 
period the gain had increased to four per cent. The good 
response to post-Easter promotions is encouraging as an 
indication of consumer willingness to spend. 

The post-Easter spurt in sales was more pronounced 
in sales of soft goods than in the durables departments 
of downtown Boston stores. Homefurnishings sales, 
which normally lag during the pre-Easter shopping, 
were ahead of last year’s totals at the end of the first 
four weeks but by the end of the six weeks were about 
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NEW ENGLAND DEPARTMENT STORES 
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two per cent lower. The only major ready- 
to-wear department ahead at the four- 
week mark was that selling women’s and 
misses’ apparel, and its gain increased dur- 
ing post-Easter selling. Accessories’ sales, 
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National Summary ot 
Business Conditions 


Because of the great interest in current business 
developments at this time, we are presenting the 
monthly summary of business conditions prepared 
and released by the Board of Governors, Federal 
Reserve System, Washington, D. C. 


INDUSTRIAL PRODUCTION changed little in April and 
early May. Retail sales rose moderately in April as 
auto sales increased further and sales of most other 
goods were up. Construction activity continued at 
record levels. Unemployment declined about seasonally 
to 3.5 million. Prices of industrial materials continued 
to advance to mid-April and subsequently leveled off. 
Prices of common stocks advanced further through 
early May. 


Industrial Production 

The Board’s preliminary seasonally adjusted index 
of industrial production in April was unchanged from 
March at 123 per cent of the 1947-49 average, and in- 
dications are that in early May production continued 
steady. In May a year ago the index was at its all-time 
high of 137. 

Steel output in April and early May was maintained 
at about the reduced March rate of 69 per cent of ca- 
pacity although there has usually been a seasonal taper- 
ing off in steel output after March. After allowing for 
seasonal influences, automobile assemblies in April and 
the first half of May were moderately above first 
quarter rates and television output rose considerably 
further. There was some further decline, however, in 
output of various semi-finished metal products and of 
ordnance. Output of most building materials continued 
close to high year-ago levels in April, and activity in the 
furniture industry was maintained at the earlier re- 
duced rate. 

Activity in industries manufacturing textile, rubber, 
and leather products apparently showed about the usual 
large seasonal declines in April, and output of paper. 
chemicals, and petroleum products was maintained at 
high levels. 

A slight decline in the seasonally adjusted index of 
minerals production in April reflected mainly the failure 
of iron mining to show the usual very large seasonal 
increase as demand from steel mills continued at re- 
duced levels. Output of crude petroleum advanced 
further in April but showed a decline in early May. Out- 
put of coal has continued at unusually low levels. 

Construction — Total outlays for new construc- 
tion work in April, seasonally adjusted, continued at the 
record level of earlier months. Value of contract awards 
increased substantially further in April, reflecting en- 
tirely continued gains in awards for privately financed 
construction. The number of private housing units 
started rose seasonally in April to 109,000, or slightly 
more than a year earlier. The number of new housing 
units covered by appraisal requests to VA and applica- 
tions to FHA increased considerably further in April. 
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Employment — Unemployment declined 250,000 
between early March and April to 3.5 million. The de- 
cline, the first since last autumn, reflected seasonal ex- 
pansion in agricultural and other outdoor activity and a 
pre-Easter increase in trade employment. Employ- 
ment in all nonagricultural industries combined in- 
creased less than seasonally and in durable manufactur- 
ing industries employment and average hours of work 
declined moderately further. 

Distribution — Retail sales of new autos, which had 
risen more than seasonally in February and March, rose 
further in April. With sales of most other goods also 
up somewhat, total retail sales increased moderately. 
The Board’s seasonally adjusted index of department 
store sales rose approximately 2 points in April to 107 
per cent of the 1947-49 average, while in March sea- 
sonally adjusted department store stocks rose slightly 
after declining steadily from last autumn. 

Commodity Prices — Prices of industrial materials 
continued to advance to mid-April, and subsequently 
leveled off. Metal scrap increased somewhat further, 
and prices of hides and cotton textiles advanced as buy- 
ing expanded. Waste paper and tin declined. Grain 
futures dropped as crop prospects improved, but cash 
prices changed little. Average livestock prices rose 
further in early April but subsequently leveled off as 
marketings expanded. 

Following aslight further decline in the consumer price 
index in March, retail meat prices advanced. Dairy 
products declined further, however, and excise taxes on 
various consumer goods were reduced on April 1. 


Finance 

Bank Credit and Reserves — Total loans and in- 
vestments at banks in leading cities increased somewhat 
during the last half of April and early May. Holdings 
of United States Government and municipal securities 
increased, while loans to businesses declined further 
as is usual at this time of year. Demand deposits ad- 
justed showed little change in April, after allowance 
for usual seasonal movements. Growth of time deposits 
continued. 

Member bank reserve positions continued easy in late 
April and early May. Excess reserves of member banks 
averaged about 800 million dollars and borrowings with 
the Federal Reserve averaged less than 200 million. 

Security Markets — Yields on short-term Govern- 
ment securities declined in April and leveled off in early 
May. On 3-month Treasury bills market rates averaged 
.75 per cent in the week ending May 8. Yields on longer 
term Government securities were steady to moderately 
lower during the last three weeks of April and rose some- 
what in early May. The Treasury on April 21 sold 1 
billion dollars of June 18 tax anticipation bills at an 
average discount rate of .73 per cent, and on May 4 sold 
for cash 2.2 billion dollars of 17% per cent notes, due 
February 1959. Holders of 24 per cent certificates 
maturing in June were offered in exchange either the 
1% notes or a one-year 11% per cent certificate, and 
holders of bonds maturing and called in June were also 
offered the certificate. 

Yields on corporate and municipal bonds showed 
little change during the second half of April and the 
first week of May. Stock prices continued to rise. 
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Automobile Sales and Financing 


Do They Reveal Consumers’ Buying Intentions? 


CONSUMERS MAY SET the pace for the course of business 
during the remainder of 1954. With government spend- 
ing contracting slowly and with business plans for 
investment in plant and equipment indicating some 
reduction from 1953 peak levels, the spending decisions 
of consumers are being closely watched. The impact of 
their decisions will continue to be magnified by the ac- 
tions of distributors and manufacturers as they adjust 
their inventories when sales rise or fall. 

Some indication of consumer buying intentions is pro- 
vided by analysis of automobile sales and financing. The 
automobile industry is a bellwether of business trends in 
the national economy. It employs directly about six per 
cent of the nation’s production workers, accounts for 
nearly one-fifth of all retail sales and consumes large 
proportions of the nation’s commodities such as steel, 
rubber, and glass. 

New car registrations in the nation during the first 
quarter of 1954 fell six per cent below year-ago levels. 
Record new car sales in April boosted Massachusetts 
registrations for the first four months of the year above 
any previous similar period. The many reports of “ boot- 
legging” of new cars by used car dealers indicates a 
lowering in new car prices, which probably has stimu- 
lated consumer buying. 

The mass market for automobiles in the United States 
is maintained by the use of consumer instalment credit. 
At the end of 1953 the $10.3 billion of outstanding con- 
sumer loans on automobiles accounted for 47 per cent 
of all instalment credit. During the year 1953 approxi- 
mately three-fifths of all automobiles sold depended on 
some form of credit in the financing. 

Automobile credit dominated the expansion of in- 
stalment credit after World War II. Since the expira- 
tion of Regulation W in May of 1952, automobile credit 
has accounted for nearly two-thirds of the entire in- 
crease in instalment credit outstanding. The expansion 
in automobile credit accounted for approximately one- 
quarter of the increase in total volume of consumer ex- 
penditures between May 1952 and the peak during the 
third quarter of last year. 

With the exception of 1951, when Regulation W 
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CONSUMER INSTALMENT CREDIT OUTSTANDING 
IN UNITED STATES 
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limited expansion of consumer credit, new consumer 
loans on automobiles have added at least $1 billion in 
consumer spending power every year since 1946. Last 
year $2.2 billion was added to consumer spending 
power from this source. During 1954 repayments on the 
outstanding auto loans will remain high and any failure 
to match repayments with new loans will act as a drag 
on consumer spending. 


futo Credit Contracts 


In April of last year the extension of new loans on 
automobiles began to contract. Repayments of auto 
loans continued to increase, however, so that by Decem- 
ber repayments exceeded extensions and the volume 
of credit outstanding commenced to diminish. By the 
end of March the volume of auto credit outstanding had 
contracted by $558 million. During March extension of 
new credit on autos totaled 25 per cent less than last 
year even though March auto registrations were only 
one per cent below those of a year ago. 

Finance companies and commercial banks have re- 
cently been considering more liberal credit terms as a 
means of stimulating auto sales and use of credit. One 
of the major auto finance companies has advised its 
auto dealer associates that it will now welcome pro- 
posals to extend credit on used cars. A year ago the 
same company urged its associates to be more conserva- 
tive in selecting used car sales risks. In another instance, 
a large sales finance company has adopted a plan to 
make 30-month terms generally available to new car 
purchasers. The typical maximum maturity on new car 
contracts is still 24 months. 

New car sales during 1954 have indicated consumers’ 
ability and willingness to buy cars at a fast pace, but not 
at a rate to match last year’s sales. The normal spring 
spurt in car buying should forestall a sharp consumer 
credit contraction during the second quarter of this 
year. It remains to be seen, however, whether liberalized 
credit terms will attract additional credit buyers. 
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A sustained level of production of nondurable goods 

and minerals during the first quarter of 1954 caused a 

slackening in the rate of decline in total industrial pro- 

duction. By April activity in the durable-goods indus- 

tries was 13 per cent below its year-ago level. 


NEW ENGLAND NONAGRICULTURAL EMPLOYMENT 
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The rate of decline in New England nonagricultural 
employment tapered off in March. The sharpest 
month-to-month job losses were experienced by dur- 
able-goods producers. Nonmanufacturing activities 
bervefited from the usual seasonal upturn. 


W.E. BUSINESS AND AGRICULTURAL LOANS 


4 Weekly Reporting Member Bonks in District I. 
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Business and agricultural loans outstanding in District 
I in March rose 2 per cent above the February level 
but dropped 1.1 per cent in April. At the end of April 
loans outstanding at District member banks were 5.8 
per cent below the year-earlier figure. 
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vcr PRICE INDEXES, 1950-1954 
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As the Consumer Price Index continued to decline 
gradually, wholesale and basic commodity prices 
turned upward. In April wholesale prices were the 
highest since October 1952 and were 1.6 per cent above 
the April 1953 level. 


CONSTRUCTION AWARDS IN NEW ENGLAND 
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SOURCE. FW Dodge Comperctien. 3 
Construction awards in New England during the first 
quarter of 1954 were 8 per cent higher than the value 
recorded during the first three months of 1953. A record 
increase in awards during April boosted the total for the 
first four months 25 per cent above the year-ago level. 


_ COTTON SYSTEM SPINNING ACTIVITY IN W.E._ 


| : 








ddd ter Ipbcietriebebelabelolebee Lda dat Fl 
1952 1953 1954 





SOURCE: U.S Bureau of the Census. 


After starting at a low level in January and February, 
cotton spindle activity in the region inereased in 
March to the year-ago level. The average for the first 
quarter of 1954 was 7 per cent below the level of activity 
in the fourth quarter of 1953. 
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